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NEW CONSTRUCTION activity during the
winter continued near the record level
reached last November. In January and
February the average was a tenth above a
year earlier. All major types of construction
shared in the rise.
The current advance in private residential
construction began in early 1961, along with
the cyclical expansion in general economic
activity. Over this 3-year period—which
marks one of the longest upswings in resi-
dential building since World War II—resi-
dential construction has climbed 30 per cent.
For other types of construction, rates of in-
crease from earlier lows have been more
moderate. But despite irregularity, activity
has continued upward even longer—5 years
for private nonresidential activity and 4
years for public construction.
Most of the expansion in building activity
has been in real terms. Wage rates have gen-
erally risen further, but in the more competi-
tive markets which have persisted, prices of
building materials have remained below
earlier highs, as have apparently builders'
profits. Meanwhile, growing scarcities of de-
sirable building sites have continued to put
upward pressure on land values.
The dominant feature of the expansion
since early 1961 has been the sharp further
rise in apartment construction. Over the
period the rate of permits for such building
has more than doubled. Construction of
single-family homes has changed little de-
spite rising personal incomes and unusually
favorable mortgage terms in recent years.
In contrast with earlier postwar expan-
sions, major groups of lenders, including
commercial banks, have continued to attract
an abundant supply of savings, and competi-
tion for mortgages by all types of lenders
has been intense. Over the whole period,
lending terms have been eased further, and
interest rates and yields have declined ap-
preciably. At the same time there have been
record increases in mortgage debt.
During 1963 mortgage interest rates and
yields ceased to decline, but nonrate terms
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NOTE.—All data at seasonally adjusted annual rates. Census
Bureau data beginning with 1959 reflect new series on housing
starts and other changes. Data before 1959, Bureau of Labor
Statistics. Private residential excludes farm. Business includes
commercial, industrial, and public utility. Data for recent
months are preliminary; latest month shown, Feb.
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were liberalized further. Inflows of savings
to most major types of lending institutions
slackened as the year progressed, and in re-
cent months the market has appeared to be
closer to supply-demand balance at prevail-
ing rates and terms. Last spring's heavy pur-
chases of mortgages by private lenders from
the Federal National Mortgage Association
have not been repeated.
Over the recent period, there has been
some impetus to both residential and other
types of building from urban renewal and
related projects. Further authorizations for
these and other programs were included in
the President's recommendations for legis-
lation in this session of Congress. While
local property taxes have risen, favorable
depreciation and other income-tax incen-
tives also have continued to play a support-
ing role for all types of income-properties.
The impact of the recent cut in income taxes
on both the supply of savings and the de-
mand for mortgage loans and other types
of credit will be among the important in-
fluences on mortgage market developments
in the period ahead.
NONRESIDENTIAL BUILDING
Private nonresidential construction, which
has moved upward irregularly in recent
years, increased sharply in the third quarter
of 1963 and by October was 6 per cent
above the previous high in 1962. Since
October such construction has tended to
rise further. The expansion last year reflected
mainly a sharp advance in business construc-
tion, shown in the preceding chart. Con-
struction of hospitals, schools, and similar
facilities continued to advance gradually
during the year. Farm construction declined
somewhat.
In recent months total business construc-
tion has been at a record high. But selective
adjustments among the component groups
have continued, as has been the case since
early 1959, when the expansion in the total
began. In 1963, construction of industrial
plants, offices, and warehouses dominated
the advance, averaging 10 per cent more
than in 1962. Activity in the store, restau-
rant, and garage category, which declined
appreciably in the first half of 1963, was
down 8 per cent for the full year.
Public construction moved significantly
higher in the second half of 1963 and con-
tinued to account for nearly three-tenths of
total construction activity during the year.
Expenditures for highways, which tend to
fluctuate widely, rose a tenth last year, or
twice as fast as in 1962. In addition, con-
struction of sewer and water systems con-
tinued to increase substantially, and most
other types of public activity also advanced.
RESIDENTIAL BUILDING
Private nonfarm housing starts in early 1964
were at a seasonally adjusted annual rate of
1.65 million units. This was below the peak
reached last October, but above the average
HOUSING STARTS
Type of start 1959 1960 1961 1962 1963
In thousands of units
Total 1.554 1,296 1,365 1,492 1,618
Totalprivate 1,517 1,252 1,313 1,463 1 587
Private nonfarm 1,495 1,230 1,285 1,439 1,560
As percentage of private nonfarm
By type of financing:
Conventional 71 73 75 77 81
FHA-insured 22 21 19 18 14
VA-insured 7 6 6 5 5
By unit-size of structure;
Single-family 81 79 74 67 63
2 units 4 4 3 4 3
3 or more units 15 17 23 29 34
NOTE.—Based on data from Census Bureau except for units
started with inspection by the Federal Housing Administra-
tion or the Veterans Administration, which are available from
those agencies respectively. Conventional starts include starts
financed without a Government-underwritten mortgage and
those financed with no mortgage loan.
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for the year 1963. In that year starts ex-
ceeded the previous high in 1959 for the first
time in the 5-year span of the new Census
Bureau series, as the table shows.
Federally-underwritten starts. While use of
FHA-insured and VA-guaranteed mort-
gages on existing properties has continued
to expand, the use of such financing for new
construction has declined further as conven-
tionally financed starts have continued to
rise. Altogether, Government-underwritten
starts accounted for less than a fifth of the
total in 1963. And in January of this year
the share was only 16 per cent, as compared
with 22 per cent a year earlier and 27 per
cent as recently as January 1961.
A factor in this downtrend has been the
increasingly competitive terms and generally
more flexible arrangements available for
conventional mortgages on both single and
multifamily structures. Of particular im-
portance also has been the increased em-
phasis on multifamily housing, which tends
to be conventionally financed to an even
greater extent than single-family housing.
Multifamily starts. While private single-
family starts edged higher in 1963, the num-
ber (excluding farm starts) was less than a
million for the fourth consecutive year and
was nearly a fifth below the 1959 level.
Multifamily starts—defined here to include
two or more units—rose substantially
further. At 580,000 they were somewhat
more than double the 1959 total and ac-
counted for 37 per cent of all private non-
farm starts in 1963. This compared with 33
per cent in 1962 and 19 per cent in 1959.
Multifamily structures are basically in-
come-properties, but the percentages given
above cannot be taken as absolute meas-
ures of the importance of income-property
starts as opposed to homeowner starts in the
total. In some areas a significant proportion
of single-family homes are built specifically
for rental purposes rather than for owner
residence, and under varying circumstances
all types of houses may be used at some time
for rental purposes.
Many 2- and 4-family structures, more-
over, are used in part for owner-occupancy,
and an increasing, though limited, number
of new apartment units are owned by their
tenants either cooperatively or in the form
of condominiums. Condominiums in this
country are a relatively recent innovation
designed to permit personal ownership of
an apartment in a multifamily structure
in much the same way as a single-family
home. Since 1961 most States have passed
enabling legislation to facilitate this arrange-
ment.
In early 1964 seasonally adjusted resi-
dential building permits for multifamily
units, which tend to fluctuate widely, were
still high, while permits issued for construc-
BUIIDING PERMITS lor mulfifanily units in sharp
uptrend since 1960 Rallo s<o!e
NOTE.—Census Bureau data at seasonally adjusted annual
rates. Data prior to Jan. 1963 are for about 10,000 permit-
issuing places, and are not strictly comparable with subsequent
figures. Data beginning Jan. 1963 cover about 12,000 or all
known permit-issuing places. Latest Month shown, Jan. (pre.).
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tion of single-family homes remained well
below 1959 levels. Mortgage funds for both
types of properties have been unusually
ample, and personal incomes have been ris-
ing. Also, removal of all types of structures
through scrappage and through conversion
has been at high levels as road building has
expanded, urban renewal activity has broad-
ened, and competition from newer structures
for preferred locations has generally in-
creased.
But thus far in the 1960's, structural
shifts in the pattern of household formation,
rising land costs, and, until recently, the
limited stock of new rental units available
in growing metropolitan areas have provided
major impetus to the building of apartments
rather than of homes. Income tax considera-
tions have also played a supporting role in
the apartment-building surge, as have earlier
successes achieved by other builders dis-
posed to test the market under the new con-
ditions.
While apartment building has been con-
centrated in only a few major metropolitan
areas, its distribution has altered somewhat
in recent years. In a number of the largest
areas—notably in New York, where a zon-
ing change had provided an unusual stimulus
earlier, and in Philadelphia and Chicago
—permit activity involving structures for 5
or more families declined last year. But in
a number of smaller cities such activity rose
sharply. And there was increased emphasis
on less expensive garden-type apartments
in 1963 as expansion beyond the central
cities into the suburbs continued.
OCCUPANCY EXPERIENCE
In 1963 the rate of owner occupancy in
homes available for such occupancy and
fit for use averaged 98.6 per cent on the
basis of data derived from the Census Bureau
series on vacancy rates. While this rate was
only slightly lower than in the previous 2
years, it marked a return to the moderate
downtrend that had developed earlier.
Rental occupancy rates also turned down
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NOTE.—Occupancy rates for residential rental properties de-
rived from quarterly Census Bureau data which are based on
sample surveys of vacant units that are fit for use and that are
available for rent. Office occupancy data are weighted annual
averages calculated from semiannual surveys published in
Skyscraper Management for square feet of competitive and
noncompetitive space. Hotel data relate to guest-room occu-
pancy only and are annual averages of monthly figures for 400
selected hotels audited by the accounting firm of Harris, Kerr,
Foster, and Company; rate for 1963 partly estimated.
slightly in 1963, but at 92.5 per cent they
were still above the low in 1961.
Within the metropolitan areas as a whole
no clear change in annual rental occupancy
rates has occurred in the past 2 years. Out-
side such areas these rates apparently re-
covered somewhat further last year. Within
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individual Census Bureau regions, occu-
pancy rates in 1963 also continued above
earlier postwar lows, except in the Northeast
where occupancy tends to be highest. Promo-
tional and other types of concessions to
renters have apparently increased in recent
years. This has been related in part to the
need to secure tenants for new buildings as
quickly as possible. On the average, rental
payments, as measured in the consumer
price index, have tended higher.
Among office buildings for which reports
are available, average occupancy rates have
continued downward over most of the period
since 1950, as earlier shortages have been
largely eliminated. These rates are for rental
and owner-occupied space combined. For
hotels—which do not depend for their in-
come solely on providing guest-room space
and are in many ways a special case—the
drop since 1950 has been large. In recent
years, it has been considerably larger than
for motels, which have increased appreci-
ably in number.
As in the case of apartments, variations
in office occupancy experience among par-
ticular localities have apparently been
marked. Major downward pressures on oc-
cupancy rates for offices have been on older
properties, as space requirements have ex-
panded and opportunities for upgrading in
terms of location, air-conditioning, and other
amenities available in new structures, have
continued to be a lure. Moreover, such op-
portunities have been offered under increas-
ingly attractive lease arrangements.
HOME MORTGAGE TERMS
In the first 2 months of this year, contract
interest rates, excluding fees and charges,
for conventional first mortgages on new and
existing homes remained close to the re-
duced levels reached last spring and sub-
INTEREST RATES aid yields on Mortgages level













NOTE.—Mortgage data based on FHA field office opinions
for market areas of insuring-office cities. For conventional,
average interest rates for first mortgages on new and existing
houses through March 1960 and on new houses thereafter. For
FHA-insured, weighted average of private secondary market
prices of certain mortgages on new houses converted to annual
yield by Federal Reserve; dashed sections of line indicate
periods of adjustment to changes in contract interest rates.
Corporate bonds, weighted average of offering yields on public
issues, adjusted to Aaa basis, computed by First National City
Bank of New York. Latest figures shown, Feb.
stantially below the postwar high in early
1960. Secondary market yields on 25-year,
5
XA per cent FHA-insured mortgages on
new homeowner properties have also
changed very little over this period; in most
months since last April they have averaged
5.44 per cent.
Offering yields on new issues of high-
grade corporate bonds, which had fluctuated
downward for a number of years, rose some-
what during 1963. As a result, the yield
spread in favor of mortgages dropped
further, as shown in the chart, to one of the
narrowest in the postwar period.
Net savings flows to major lending institu-
tions moderated after the first half of the
year from unusually high levels earlier. But
mortgage-originating activity in the primary
market expanded. And lenders continued to
compete vigorously for savings, even though
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rate increases by savings and loan associa-
tions were much less numerous than earlier
—particularly in the West where dividends
on share accounts tend to be highest. In
July the New York Banking Board removed
ceilings on interest rates payable on savings
deposits by mutual savings banks under its
jurisdiction to permit greater competition.
In the same month the Federal Reserve
Board and the FDIC raised to 4 per cent
the limit on interest rates payable by insured
banks for time deposits of 90 days to a year.
To supplement their other sources of
funds, savings and loan associations in-
creased their borrowings from the Federal
home loan banks by a record $1.3 billion
for the year as a whole, compared with
earlier highs of less than $850 million in
1962 and in 1959. Mortgage companies,
mutual savings banks, and other mortgage
originators also borrowed substantially from
commercial banks and other institutions to
meet their short-term needs.
While contract interest rates were main-
tained after the early part of 1963, origina-
tion fees and charges were reduced and other
mortgage terms were liberalized further,
according to a new series on characteristics
of conventional first mortgages on homes be-
ing compiled by the Federal Home Loan
Bank Board in cooperation with the Federal
Deposit Insurance Corporation. Indications
are that such liberalization slowed some-
what in comparison with the initial shift in
1962, when the impact stemming from the
Housing Act of 1961 and various regula-
tions permitting easier terms was first being
felt.
Nevertheless, at the year-end, maturities
on conventional first mortgages averaged
24.5 years on new-home loans and 19.7
years on loans on existing homes, up 5 per
cent in each case from a year earlier. Aver-
age loan-to-value ratios increased about 2
per cent—to 73.9 and 71.6 per cent, respec-
tively—while average loan amounts rose
sharply. These changes appeared to be con-
tinuing this January. Nonrate terms for
FHA-insured and VA-guaranteed mortgages
were also more liberal in 1963.
LENDER EXPERIENCE
Although not high by prewar standards, de-
faults and foreclosures based on earlier loans
have continued to rise. In 1963 as a whole,
estimated foreclosures of mortgages on non-
farm real estate properties—mainly homes
—approximated 100,000, nearly double the
number 3 years earlier. In value terms,
roughly the same trend was indicated. At
the year-end the value of all real estate held
by private lenders or the Government-under-
writing agencies as a result of actual mort-
gage foreclosures or related procedures was
about $3 billion, or somewhat more than
double the total at the end of 1960.
For some time the relative stability in
prices of houses has precluded easy resale
by mortgagors in difficulty, and this has been
a major factor in the uptrend in defaults and
foreclosures. Local changes in employment
and other economic conditions have also
been important causes of higher mortgage
foreclosures in some areas. In 1963 there
was some moderation in the increase in fore-
closures on Government-underwritten mort-
gages, where most of the rise has apparently
been concentrated. This reflected in part an
effort initiated in 1962 to improve credit-
screening procedures and, more recently, at-
tempts to encourage more extensive use of
available forbearance arrangements designed
to forestall foreclosure proceedings.
Also in response to changes in the mort-
gage market environment, the Federal Home
Loan Bank Board early in 1963 initiated
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procedures for test appraisals of mortgages
originated by Federally insured savings and
loan associations. In addition, it acted to
limit the size of loan by an association to
one borrower. Further regulations, effective
this year, are designed to increase reserve
requirements for fast-growing associations
and reduce the ability of insured associa-
tions to treat the full amount of fees earned
in the origination of mortgages as current
income. In addition, the Federal home loan
banks were urged to limit advances to "high
risk" associations. For State institutions,
notably in California, regulations also were
tightened.
MORTGAGE DEBT
Mortgage debt outstanding on all types of
property rose to more than $280 billion at
the end of 1963. The expansion for the year
as a whole approached $30 billion. This
was a record high and compared with in-
creases of $25 billion in 1962 and $19 bil-
lion in 1961 and 1959.
Home mortgage debt. Debt on 1- to 4-
family properties totaled more than $180
billion at the end of 1963. The annual gain,
which exceeded $15 billion, was also a new
high, but as in 1962 it accounted for not
much more than half the increase in total
debt. In 1959 and 1961, the share had been
in excess of three-fifths; in 1953-55, a post-
war record of nearly four-fifths.
The expansion in debt on 1- to 4-family
properties resulted in part from the mod-
erate rise in starts of new and more expensive
types of housing in 1963 and from the in-
creased importance of existing properties
as a basis for loans, in both resale and re-
financing transactions. Moreover, although
loan-to-value ratios were liberalized only
moderately, the average size of loan was
raised substantially.
For conventional first mortgages, average
loans on new homes at the end of 1963 were
8 per cent larger than a year earlier. For
existing homes the loan amount increased
even more—by 10 per cent. At the same
































































































NOTE.—Data estimated by Federal Reserve as required to total holdings shown for financial institutions and for Federal
supplement reports of Federal agencies and private sources. agencies. Data for 1963 are largely preliminary.
Homes are 1- to 4-family properties. Farm debt is included in
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relation to outstanding loan amounts have
continued downward as maturities have
lengthened and the structure of mortgage
debt has changed.
Other mortgage debt. Debt on income-
properties, which rose very sharply in 1962,
continued to account for about two-fifths of
the over-all expansion in mortgage debt in
1963. In addition to mortgages, privately
placed bonds and securities sold in the open
market are sources of financing for income-
properties, particularly large apartment, in-
dustrial, or commercial structures. Mortgage
debt on farm properties also increased
rapidly in 1963 and as in other recent years
accounted for 5 per cent of the total rise.
Participation in the expansion in mort-
gage debt on income-properties broadened
further in 1963 with the increase in author-
ity for Federal savings and loan associations
to make loans on apartments and related
structures, effective early in the year. Other
lending institutions, too, appear to have ex-
tended their operations in such lending as
construction volume advanced.
Mortgage holders. All four of the major
types of financial institutions expanded their
holdings of mortgages by record amounts
in 1963. As a result, mortgage holdings as a
proportion of total assets held by each of
these types of institutions also reached record
highs.
The net gain in mortgage holdings of
savings and loan associations continued to
be extremely large—$12.1 billion. This was
about half the total for financial institutions
as a whole and only slightly smaller than the
relative share in 1962. The gain in holdings
by commercial banks is indicated to have ex-
ceeded $5 billion, somewhat more than the
one-fifth share in 1962 and double the share
taken by these banks as recently as 1961.
Mutual savings banks accounted for about
the same proportion of the rise for the four
major groups of financial institutions in
1963 as in 1962. But life insurance com-
panies, which had experienced some diffi-
culty in expanding loan volume during most
of 1962, increased their share in 1963, par-
ticularly for loans on commercial and farm
properties.
Symptomatic of the structural shifts in
the mortgage market, holdings by Govern-
ment agencies dropped by a billion dollars
in 1963. Private investors relied to an un-
precedented extent on purchases in the
secondary market to meet their portfolio re-
quirements. As a result, holdings by the
Federal National Mortgage Association,
which tended downward in 1962, dropped
sharply further in 1963 and by the year-end
were at the lowest level—$4.8 billion—
since early 1959.
About half of the 1963 decline in the
FNMA's holdings occurred during the spring
when sales from its secondary-market port-
folio were at a record high. Sales dropped
sharply thereafter, partly in response to
higher prices to purchasers that became ef-
fective on new sales contracts initiated after
early February. Sales from FNMA's other
two portfolios—special assistance, and man-
agement and liquidation—were also un-
usually high during the spring and early
summer. Over the year the Veterans Ad-
ministration also continued to reduce its
holdings through the secondary market,
while holdings of other Government agen-
cies increased. In the first 2 months of 1964,
both sales and purchases by FNMA re-
mained relatively low.
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